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‘ Indictment. 
In the District Court of the Guited States 
Fer the Western District of New York 


THE UNITED STATES OF AMERICA MARCH 1973 SESSION yyy 


Noo r-1975-158 


ws, fb. 2. B.S... 
Section 7201 


COUNT I 
The Grand Jury Charges: 


That on or about the 15th day of April, 1967, in the 
Western District of New York, the defendant, CLAYBURN C. BOOTH, 
of Niagara Falls, New York, did wilfully and knowingly attempt 
to evade and defeat a large part of the income tax due and owing 
by him to the United States of America ae the calendar year 
1966, by preparing and causing to be prepared, by signing and 
causing to be signed, and by mailing and causing to be mailed in 
the Western District of New York, a false and fraudulent income 
tax return on behalf of himself and his wife, Grete Booth, which 
was filed with the Internal Revenue Service, wherein it was 
stated that their taxable income for said calendar year was 
$20,360.32, upon which said taxable income there was owing to 
the United S.iates of America an income tax of $4,480.86, whereas, 


he then and there well knew, that their taxable income for said 


calendar year was the sum of $32,420.19, upon which said taxable 


income there was owing to the United States of America an income 
tax of $7,765.55; in violation of Section 7201, Internal Revenue 


Code; Title 26, United States Code, Section 7201. 


Indictment 


COUNT ITI 


The Grand Jury further ci.arges: 


- 


That om or about the 15th day of April, 1968, in the 
Western District of New York, the defendant, CLAYBURN C. BOOTH, 
of Niagara Falls, New York, did wilfully and knowingly attempt 
<o evade and defeat a large part of the income tax due and 
owing by him to the United States of America for the calendar 
year 1967, by preparing and causing to be prepared, by signing 
and causing to be signed, and by mailing and causing to be 
mailed in the Western District of New York, a false and frau- 
dulent income tax return on behalf of himself and his wife, 
Grete Booth, wnich was filed with the Internal Revenne Service, 
wher it was stated that their taxable income for said calen- 
dar year was $29,718.97, upon which said taxable income there 
was owing to the Uuited States of America an income tax of 
$7,490.08, whereas, he then and there well knew, that their 
taxable income for said calender year was the sum of $41,817.24, 
upon which said taxable income there was owing to the United 
States of America an income tax of $12,047.16; in violation of 
Section 7201, Internal Revenue Code; Title 26, United States 


Code, Section 7201. 
COUNT IIT 
The Grand Jury further charges: 


That on or about the ISth day of April, 1969, in the 


Western District of New York, the defendant, CLAYBURN C. BOOTH, 


of Niagara Falls, New York, did wilfully and knowingly attempt 


to evade and defeat a large part of the income-tax due and 


indictment. 
aSe 

owing by him to the United States of America for the calendar 
year 1968, by preparing and causing to be prepared, by signing 
and causing to be signed, and by mailing and causing to be 
mailed in the Western District of New York, a false and frau- 
dulent income tax return on behalf of himself and his wife, 
Grete Booth, which was filed with the Internal Revenue Service, © 
wherein it was stated that their taxable income for said calen- 
dar year was $28,707.79, upon which said taxable income there 


was owing to the United States of America an income tax of 


s 


$7,929.24, whereas, he then and there well knew, that their 


taxable income for said calendar year was the sum of $42,380.24, 
upon which said taxable income there was owing to the United 
States of America an income tax of $14,173.09; in violation of 
Section 7201, Internal Revenue Code; Title 26, United States 


Code, Section 7201. 


JOH T. ELFVIN 
United States Attorney 


Bacerpts of Transcript of Testimony. 


D. §. Lonurde, for Government, Direct. 


BURNS: No further questions. 
FFIN: Nothing, «lse. 
| COUNT: Nothing further. ‘Thank you, Mrs. 
Ralch. Next witness, please. 


BURNS: Dominick Lonardo. 


DOMINIC K L. LONARDO (2943 Seneca Avenue, 
Niagara Falls, New York), a witness called by and in behalf 
of the Government, having, been first duly sworn, was exumined 


and testified as follows: 


| 
| 
: 
| 
| 
| 


DIRECT MINATION BY MR. BURNS: 
Q Mr. Lonardo, where are you presently employed? 
A. Union Carbide in Niagara Palls, New York. 
Q- And what is your position with Union Carbide? 
A. I am in marketing. 
What kind of responsibilities |» you have there?. 
I cover the price analyst area of the metallurgical 
products. That is, carbon refractories, 
Does it involve any accounting work? 
Accounting, no. 
Does it involve any work with figures? 
Yes. 
HW. T. Nort A OFF. havistes 
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D. L. Lonardo, for Government, Direct. 


How long have you been doing this kind of work? 

I have been in marketing for two and a half years now. 
And prior to that time, what kind of work did you do 
with Union Carbide? 

Production control. 

Mr. Lonardo, do you have a college degree” 

No, I did not. 

Have you attended college? 

Yes, I have. 

And what college did you attend? 

Niagara University. 

And approximately what time period” 


In the, - I would say in the early '50's.- 


And did you reccive a degree or a certificate of some 


kind from Niagara University? 

I received a two~year certificate of accounting at 
Niagara University. 

Amd what courses did you take there leaGing up to this 
certificate? 

The fundamentals of accounting, intermediate accounting, 
cost accounting, income tax courses, corporation 
management, economics and maybe a few others, but that's 
the best I could recall right now. 


Mr. Lonardo, do you know Dr. Clayburn Booth? 


yes, I do, 


H. T. Neel A EF. F. haistey 
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Would ; poin sas Do you see him in the 
court re 

gitt ly ' Lybit merxt tt . Meln. 
Let the record reflect the witness has identified the 
defendant. low do you know Dr. Mr. Lonardo? 
How do I know him? 
Yes. 
I know him as a physiclan and as a friend, 
shen did you first meet Vr. Booth? 
It was in the early "60's when he was associated with 
A one Dr. Setdenverpr whe la now deceased, working: with 
him in the practice of medicine, 
And what was the basis of your relationship at that 
time? 
I was a patie of Dr. Seicenberg and when Seidentery-., 
I beg your mn,-Dr. Seidenberg's health was failins 
and he was ulable to take care of his patients, we were 
referred to Pr. Rooth as the man that eventually helped 
tuke over his cllentele or tvade, 
Mr. Tonardo, have you ever performed work or se 
of any kind for Dr. Booth? 
I have reen doine his bookkeeping for him, 
Amd do you recall approactmately wnen you started Keeping 
his books? 


I would say in perhaps '63 or t64; about '64, 


WoT Newel ALLE besistes 
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D. L. Lonardo, for Government, Direct. Ila 
“ly 
say 1964, 
And how did you come to begin veeping his books for 
him? How did that develop’ 
He wanted sume work dune for a eturn one year, 
An income tax return? 
Yes, and at that time he was associated with-the, - I 
believe with the DeGraff Hospital in [.ckport or 
Tonawanda, one of the tw, and it was a simple return. 
He just didn't know how to proceed to ret it done and -4 
Did he initiate a conversation with you regarding the 
return? j 
No, he did not. It came to me in a roundabout way. 
Dr. Seidenberg at the time was the one who was treating) 
me and he asked me if we could help Dr. Booth get his 
return prepared for the next year and I said, well, I 
was going to try to help him and that is how it all 
bexan. 
Did you’ have any conversations with Dr. Booth after 
that point? 
Yes. L met him at his home with his wife and we had ! 
the necessary information like #-?'s and what have you 
| 

to help prepare the return made avallable and we 
discussed those features. 


Do you recall what return that was, what year you were | 
| 


preparing for” 


fl. T. Neel A ELT. haisiey 
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D>. £. tonardo, for Government, Direct. 


I would say tg f° remember right. or 

recall. I think I1f. 

And woulda you tell me the copversation you had at 

time with Dr. Booth relating to the return? 

It was a very short conversation. These were the 1099's, 
W-?'s, whatever it w vnat he had and we told him we 
would prepave it to the best of our abllity and see what 
it entailed, It was a Siinple return. He had withholding 
He had no business expenses. He wasn't set up as a 
businessman with his ewn practice, so to speak, and it 
was a matter of fust enterLlig on the pruper form, the 
1040 Form the income from both his wW-2 and his wife's 
W-2,. 

In the course of this conversation, did you ask Dr. 
Booth for any information? 

Just the tnformation returns and W-?'ts if he had them, 
Information returns”? 

2099's, if he had any such things, or W-e's, if he had 
any, but if my memory serves me right, he had no 1099's 
at that time. He had only wW-?'s. 

Did you prepare a return then for him that year? 

If my memory serves me. best [I would have to say yes. 
And did vou Jater perform anv other services for 

Booth besides preparing, the return’ 


After that point the only other services [ did perform 


ve 
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for him was the keeping of his books when he was in 
his own private practice. 

And what books did you keep? 

It is called a, - it is a Dome Publishing, Company 
publication called A Simplified weekly Bookkeeping 
Record. It 1s perhaps compared to a disbursements 
journal, at best, and in this book is where I entered 
the activities of his business. . 
when did you first start doing this work? 

I believe that was in '65. 

Is that shortly subsequent to preparing the return? 
The '64 return, do you mean? 

No. How soon a time did you begia preparjng the books 
after you prepared the first return? 

I am sorry. I don't follow you, 


Excuse me if I am not making myself clear. At sore 


| 
point I think you testified you prepared a Federal Income 
| 


Tax return for Dr. Booth? 

That 1964 one. 

Well, how soon after you prepared that return did you 
begin keeping Dr. Booth's books? 

Around the first or the early part of the following 
year for the year 165 is when I started to keep the 
weekly record for him. 


All right. Did you have a conversation with Dr.Booth 


H. T. Noel A E. ¢. Knisles 
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befo-e you began keeping these records? 

Yes, I told him that we could keep a journal of 
records of activities rather in this record and it 
would entail having to have access to his checkbook or 
invoices or bills or however he paid his bills and 
incurred these expenses. 

And what did Dr. Booth say to you? 

"Pine". He says, "You could arrange to pick them up 
whenever you want to and make your entries in the book." 
All right, and whit, in fact, did you 4o after that 
conversation regarding keeping the doctor's books? 

I made it a point to pick up his checkbook which did 
also have, along with the checkbook, copies of invoices, 
bills indicating the nature of the expenditures that 
were made over that particular month's time. 

What did you do with those recerds after you received 
them? 

After I ‘received them I took them home. 

Excuse me. How did you receive them? 

I went to pick them up myself at his office, 

On a monthly basis? 

Yes. Well, I would go there perhaps a couple of times 
amonth. I picked them up at least every month at the 
end of the month, say after two or three working days 


after the end of the month so I would have a chance to | 


'’ 
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make sure the last transaction was recorded for that 
month. I would pick them up myself, bring them home and 
work on them at home. 

When you say "work on them", what did you specifically 
do? | 
I recorded in the disbursements journal by date, by 
check number, by dollar amour. the actual expenditure 
that was covered or made as shown in the checkbook.” 

Por what purpose? 


Por recording the activity of his expenditures. 


in this manner? 


| 
| 
And what was the purpose of recording the expenditures 
| 
{ 


To have a record of what was actually being spent during 


the course of -- 

} 
Why did you need to maintain the records? | 
I needed to maintain the records for eventually are © : 
the returns. | 
The income tax returns? | 
That's right. | 
Did you use these records as a dasis for preparing the | 
Federal Income Tax returns? | 
The disbursement journal was the basis or the ia ead 
for preparirs, the return, yes. 
Now, did you have any discussion with Dr. Booth during | 


any of the calendar years '66, '67 and '68 regarding 


H. T. Neel A E. F. lhnisiey 
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the, - regarding his items of income or receipts? 


Yes. I asked the doctor to make sure that he would let | 


me know the receipts of his various information returns, 


again the 1099's, that he would be receiving from, say, 

Blue Cross, Blue Shield or any other organization that | 
would show that he had received payment for services | 
performed; W-2's from the other sources that he may — 


had. 


Did you have these discussions with Dr. Booth on an 


about to be prepared? 

Yes. At the end of the year I would always make sure 
he would understand the request was for letting me know 
when they would come in and I would go down and pick 


them up. 


annual basis, once a year when the tax returns were 
| 
| 


Now, 414 you,.in fact, gather all these items that you 
have referred to from Dr. Booth yearly? 

I prepared and summarized these returns, information 
returns, W-2's in a listing of sorts that I had 
developed myself. 

And what Gid you do with the information wgarding these 
receipts and the income after you had received it? 

The information was entered on worksheets showing what 
the, - each figure was, making sure that they agreed 


with what was on the information return or W-2 and 


H. T. Neel & E. F. Knisley 
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| 
| 
| 


adding them up and making sure that the total figure 

was correct. 

Did Dr. Rooth provide you with any inform tion regarding! 
his office receipts for any of these calendar years? 

I asked him for his office calls, moneys, and he gave 

me the information on slips of paper covering each 

month of the calendar year. 

How often did he give you these slips of paper? 

When I asked for them. I asked for them at the end of 
the year. 

What was written on the slips of paper? 

The month and the dollar amount. 

Was there a separate slip of paper for eagh month? 

Yes, there was. 

Were these discussions you had with Dr. Booth the same 
for each of the calendar years '66, '67 and '68? 

I would have to say yes, to the best of my recollection. 


Do you recall what other information was on the slips 


| 
| 
! 
| 
| 
: 
| 


i 


of paper besides, - well, tell me what was on the slips | 
of paper, if you would? 

The month, the year and the dollar amount. 

Was it broken down any further? 

No. That was all that was on the slip of paper. 

Did Dr. Booth give you any copies of his office receipts? 


No. 


H. T. Neel & EF. haisley 
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Or did he, - [I am sorry. 

He only rave me what I asked him for, sir. These [I 
wanted the nature of the moneys from his office calls 
on a slip of paper and this is what he pave me. He 
gave me what I asked him for, 

And what did you do with that information after you 
received it? 

This again was maintained in a summary listing that. I 
myself had developed showing, what the amount of money 
was from that particular source and it was added to the) 
other suurces of income to prepare the total income 
for the year. 

Mr. Lonardo, would you look, please, at Government 
Exhibit 44 for identification and tell me if you can 
identify that exhibit? 

That is my handwriting, I am sure of that, and the, 
what I see here -- 

I am sorry. You say that is your handwriting? 

It appears to be my handwriting, although it is in 
duplicate form, [ am pretty sure that it is my income, 


I have to say that it is and it is the 1967 office | 
receipts listing for Dr. Booth ty month with a notation 
on the bottom -- 


Well, before we get Jato that, - well, a note on the 


bottom. Is it an explanatory note of some kind? 


H. T. Voel A ELT. Knnistes 
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It is a reference note for me to observe, no doubt, 
when I would look back to it a,nin. “hen I evidently 
got this figure, something stood out that I had to 
question or ask a question about, 

Did you prepare this, Mr. Lonardo, this exhitit on the 
basis of information received from Dr. Booth”? 

Yes. These figures came from the slips of paper I 
mentioned to you earlier, 

And is this the ordinary manner in which you would 
prepare the record at the cnd of the year? 

This was one part of the worksheet form and I had 
another worksheet form that I had developed myself as 
a listing of all the various sources of income, 

Was it the ordinary course of your practice here when 
you prepared the returns to make a schedule of this 
kind? 


Yes, I would list each one separately first and then | 
compile this. . 


And did you prepare this in the course of your prepara- 


tion of Dr. Booth's return? 


Yes, after the end of the year, the close of the year, 

| 
the close of tusiness. 
Now, would you look, ;lease, Mr, Lonmardy, at Goverment 


Exhibit 43. Can you identify that exhibit’ 


| 
| 
| 
| 
| 
| 
| 
\ 
| 
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Yes, this looks like again a duplicate copy in my 
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handwritins. it looks like my handwriting, 1967, 
business income listing showing the breakdown by the 
various categories or, say, sources of income for 
Dr. Booth and it includes, - excuse me, 

I*m sorry, go ahead, 


It includes dividends, interest income, capital gain 


== Se we 


transactions, other dividends, Some were capital gains, 


oe 


some were not. 


os 


Did you prepare this schedule, Mr. Lonardo, from 
information provided to you by Dr. Booth? 
Yes, the 1099's and the information of Dr. Booth, 


exactly right. 


| 


Was this also prepared in the ordinary yurse of your 


as 


work for Dr. Booth as a tax preparer? 


Yes. 

And was this your ordinary practice to make an exhibit 
of this kind every year? 

Yes. I would always make a worksheet backup for as 
much as I possibly could, 

And would you also look, Mr. Lonardo, at Government 
Exhibit 45 and tell me if you can identify that 
exhibit? 

I can. This appears to be in my own handwriting and 
it is actually 1968, I think that is what that number 


is. This ayain lists the vartous sources of income 


H.T. Veet A ELF. hnistes 


TE@N OSTA rr NEw ue 


D. L. Leonardo, tor Government, Direct. 


for Dr. Booth for the year '68 and it summarizes them 
and then it is totaled at the bottom of the page. 

And now, please, would you look at Government Exhibit 
46 and identify that, if you can? : 
1968 listing of office receipts for the months, or 
rather, by month for the year '68, 

Was this another schedule prepared 

That's right. 

Is this the same -- 

As we had earlier, 

As we had earlier for the calendar year '67? 


'67, right. 


| 
| 
| 


All right. Now, would you look at Government Exhibit 47}, 


please, and tell me what that is? 


Yes. This is a listing that I myself developed, the 


intent of which is to serve as a guideline showing the 


various sources of income. It was also intended to 


! 
} 


serve as a basis, if you will, for the, - to help me to | 


determine, - that was a way for income averaging. The 
reason for seeing these figures is because the income 
was increasing every ,ear and we wanted to make sure 

we took advantage of income averaging so that we could 
get the most beneficial tax result. 

Mr. Lonardo, were these latter few exhibits, 45, 46 and 


47 also prepared inthe ordinary course of your work as 
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' a tax preparer 
2 A. Yes, they were 
3 q. And wae it your crdinary course of practice to prepare 
. a | these forms in this manner periodically? 
5 A. I would do this every year at the end of each year. 
6 This is my own system or my own developing fda 2, 
y 
8 | MR. BURNS: Your Honor, I offer in evidence 
9 jovernment Exhibits 43 through 47, 
10 MR, FEIN: Your Honor, I have two schedules 
7 which may be the originals of two of 
12 these exhibits and if so, I would prefer 
13 ! that the originals be admitted into 
14 evidence, 
4 
15 | THE COURT: Mr. Burns, 
16 MR. EURNS: [ would be glad to substitute them. 
7 4 I haven't seen the originals, though. 
18 | MR. FEIN: If they are, that is your 4€ and 
19 then 47, 
" 
20 THE COURT: Could we go ahead and have examina-~ 
“ 
21 | tion and take care of that lat r. 
22 MR. FEIN: I have no objection. 
| 
23 | THE COURT: Mark all the exhibits in evidence 
24 | and then if possible substitute the 
if 


originals later. 
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fovernmen. Fxnibits 


THE COURT: Any questions, Mr. fein? 
MR, BURNS: Oh, I have a lov of questions. 


THE COURT: You nave some more questions? 


MR, BURNS: Yes, on the basis of the exhibits. 


THE COURT: All] right, fine. 


— sss 


BY MR. BURNS: 


Mr. Lonardo, would you look at Government Exhibit 44 


a ee 


again, please, which you identified as the schedule 


= 


of office receipts for 1967. Would you tell me what 


the amounts are, the monthly amounts of the office 


receipts are on this schedule? 
Yes. In January, one hundred twelve; Pepruary, one 
hundred eighteen; March, one hundred twenty-two; April, 
one hundred five; May, one hundred ten; June, one hundred 
six; July, - that appears to be ninety-nine; August, 
one huncred two; September, one hundred; October, one 
hundred two; November, one ten; and December, one e 
hundred six. That ninety-nine wou’d have to be checkea | 
by your arithmetical total down at the bottom, I guess. 
What is the total on the bottom’ 
One two nine two, $1,292. 
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10 you have any ason to question that figure, Mr. 
lonardo” 

Yes, [ Questioned it and this ts why I made the notation 
on the bottom of the pare. 

then you questioned it, what did you do 

I asked the doctor. Rather, I pointed out to the 
loctor that the moneys for his office calls appeared 
to be low compared to what we had been having and I 
learned that during the years of 07, '68, more and 
more people were becoming qualified for Medicaid, 
Medicare receipts and in order to ret a proper picture 
of ti.is type of money which was beiny received from 
those patients, we have to consider relating »vocial 
Services income along with the office calls moneys, 
shat do you mean by relating, relating to welfare 
payments? 

Well, they should be taken together, In other words, 
you compare Social Services plus office calls of one 
year to Social Services plus office calls of the 
previous vear or for future years. 

Now, Mr. Lonardo, when you questioned this figure and 
discussed it with Dr. Booth, did he make any mention 
of office, * checks that he had received during the 
course cf the year as payment. Tor his services” 


He made no mention of it because J asked him -- 
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Did he make any mention of it’ 

He did not make any mention of it tom 

Would you 100k at Government Exhibit 4f tc you have 
identified as the -~- 

168, 

As the schedule of 

Comparable, 

Of office receipts for 1968? 

yes. 

Would you read off the amounts of these office receipts? 
Yes, January, one hundred ten; February, one fifteen; | 


March, one O five; April, one O five; May, one thirty; | 


June, one twenty; July, one thirty; August, one hundred; 


September, one twenty; October, one O seven; November, 

one twenty-five and December, ninety-five, for a total 

of $1, 362. 

Did you have any conversation with Dr. Booth after 

receiving those monthly figures frum him for calendar 

year '68? 

No, I aid not have any conversation with him on this 

one, but I did relate again with the Social Ser\'-es 

income. 

Mr. ITonardo, do Government Exhibits 46 and 44 represent 

the total amount of cffice receipts that were provided 

to you, the figures for the total amounts which vere 
H. T. Noel & E. F. Knisley 
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provided to you by Dr. Rooth? 


These are what [ asked for and these are what was given 


| 
| 


to me. 

Now, would you look at Government Exhibit 45, please, 
which you have previously identified as a schedule. 

What kind of a scheduJe« is this? 

This is a listing, if you will. It is a backup listing, 


32543 income by various sources or from various sources 


for Pr. Booth and all it is 1s a backup worksheet, | 
Does that include, - does that Exhibit 45 include the 
figure for office ~eceipts as you have previously 
included in -- 

$1,362 appears on this backup sheet like it does on the | 
other one. That is exactly right. 

Mr. Lonarao, after you prepared these schedules each 
year, what did you do with them? 


From these worksheets I prepared the income tax return. | 


Did you 9 any other work for Dr. Booth during these 


| 


years besides maintaining those books that you referred | 


to earlier? 

yes, I did. I made out the required quarterly 941 Federdi 
Tax Deposit Form. I mace out the 5%1.‘s, the Federal | 
Od-re {tory slips, tne New York State withholding tax 


‘Oditory slips and also the New York State returnn. 


Were you compensated for your services by Dr. Booth? 
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No, not compensated because I didn't charge him for it. 
I did this gratuitously. I wanted to help the doctor 

out. I know he was in pretty rough shape. 
Are you referring to all the work you performed pr | 
seecl | 


{ have never charged him one bit for my work at all. | 
Now, did you prepare Federal Income Tax returns for | 


the deetor for 1966, 1967 and 1968? : 
Yes, I aia. 

Did you prepare any returns for him after that? 

Not to the best of my knowledge. 

Did you continue to do any other work for him after 
that date? . 

yes, I am stir doing hiz bookkeeping work and his 


quarterly reports, unemployment insurance and; as i. 
say, the 93% and other forms, yes. . he 


these services? 


7 
Have you reeeived any compensation from Dr. Booth for 


For these subsequent years the only compensation’ E-have 


—~ . 


received now is starting in 1974. 

And are you a patient of Dr. Booth? 

yes, I am. 

Have you been a patient from the first date you 


mentioned earlier in your testimony? 


Yes. in the early '60's. | BEST corY AVAILABLE 
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To the present? 

Yes. 

Do you have “amily members who are also patients? 
yes, 

And has Pr. Booth billed you or charged you for any 
medical services he has rendered? 


Not one cent. 


MR, BURNS: Your Honor, I have some tax returns 


I would like to show this witness that 


SS ee 


have not been marked slmply because our 


witness has not been here to identify 


them, 


i 
j 


THE COURT: Go ahead, We will get that 


connected later, 


a 


MR. FEIN: I have no objection, your Honor. 


BY MR. BURNS: 
Q. Tet me show you, Mr, Lonardo, what has been ma ked now, - 
what has not been marked but what is the 1040, J. S. 


Individual -- 


THR COURT: You are joing to mark that as an 
exhibit 
MR, BURNS: Well, your Honor, we are going to 


mark the copy as an exhibit rr ‘ than! 
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the originals. 

let us mark that to coincide. It 
will have the same number as the copy. 
The original will have the same number 


as the copy. Simply after we have other 


r 
| 
testimony substitute the copies. 
| 
| 


BY MR. BURNS: 
Q Mr. Lonardo, iet me show you what has been marked as 
Government Exhibit 1. Can you identify that for me, for | 
‘the-ladies and gentlemen of the jury, rather? 
1966.0. S. Individual Income Tax return made owt for. 
Clagbarn c. and Grete G. Booth. . 
Do you-know how this income tax return was prepared?” 
I prepared it. 
So Etake it you know how it was prepared? 
Yes. 
All right. How was it prepared? 
Prom the backup sheets that we mentioned here earlier,” 
the information wos put in the proper schedule form. : 
For example, you have here capital gains transactions» 
were listed on Schedule B; business activities on 
Schedule C, et cetera. 
what did you do with the exhibit after if was typed up? 


Let me back up just a minute. Did you type the return? 
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No, I «iid not. 

Do you know who did? 

I had it typed. [I don't recall “ho it was. 

After the return was typed up, what did you do with 

it? 

I made sure that it was brought to Dr. Booth and his 
wife and point out to them what their tax obligations 
were, q 

How did you do that”? 

By physically taking this return with me, delivering it 
to his home and his office which is in the same 
building, of course, and making sure that I would have 
the return with me to explain to him what he had to do 
to get this in on time. 

And did you review the return with him in any manner? 
Page 1 was the cnly so-called review, if you will. 

Page 1 showed what his obligation was to pay in addition 
to what he had already paid by virtue oi estimates, or 
if he had an overpayment showing a credit against iis 


104OES Form which incidentally is not attached here. 


The 1040ES 1s the estimate form which I made out at the! 


Same time as this, so they could show the obligaticn 
“sr the past calendar year and the coming calendar year, 
‘2 Dr. Booth ask any questions when you reviewed this | 


retur: vil.n him? 
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The only question he asked is, “what is it I have to 


pay and what do I have to pay for my quarterly payments". 


And then did he sign the return? 


He aid not sign ii; in front of me, no. 

Now, let me show you what has been marked Government 
Exhibit 2. 3 Can you identify this exhibit? © 

1967 1040 U. S. Individual Income ‘fax return for 
Clayburn C. and Grete G. Booth. 

And Go you know how this was prepaied? 

xz prepare’ it and I prepared it again from the summary 
or backup sheets we were talking about here a few 
minutes ago, putting those cusibers on theoe »v.ieeta. 
Was it prepared in the sewe man *r as Government Exhibi 
1, the '66 return? 

“ves, in the same mavuer. : 
All right. What @1@ you do with Exhibit 2, the ‘67- 
return, after you hea prepared it, typec it up? 

Much the same, Im fact, exactly the same as I did with) < 
mmber 1, making sure I took it to the office ana the “{ 
home anG go ovar Sb.mith the doctor to the extent of 
what was due, how casts was overpayment and what woula 
he have to pay for his quarterly payments for the 
coming y‘~". 

And dia the doctor then sign it? 


No, he did not. 
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And what. did you do at that potnt? 

YT left Lt with him, makin, sure that they would observe 
signing, it and posting it by the 15th o April. 

All right, and now, finally, showing you Government 
Exhibit 3, would you identify that exhibit? 

The 1968 1040 UU. S. Individual Income Tax return made 


- 


out for Clayburn C, and Grete C. Rooth which I prepared, 
and this again was prepared in much the same manner as 
167 and '66, 

And did you again follow the same procedure in dtscussin 
it with Dr. Booth? 

yes. 

Was there any difference in the procedure-for the 168 
return, any difference from the 166 and '67 returns? 

Not to the best of my recollection. 

Mr. Lonardo, I notice on Government Fxhibit 3, '€8 
return, there is a block at the bottom of the return 


which says "Signature of preparer other than taxpayer", 


together with a date and address. Did you sigtn this 


tax return? 

No, I did not. 

Is there any signature at this polnt where it says 
"“4gnature of preparer"? 

There is no signature. 


} 
And would you 100k at Exhibit 2 where it also calls for 
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signature of preparer. Did you sign that one’ 

No,I dia not. 

An@ Exhibit 1 where it alse asks for slynature of 

preparer, did you sign that? 

No, I did not. 

‘what reason,’ - do you have any reason for not signing 

these tax returns? 

In my own humble opinion, I felt it was not necessary | 
j 

to sign it. | 

Ana for what reasons did you believe it was rot necessary 

to sign it? 

Just my opinion. I have no reason. 


I have no further questions, 


Mr. Fein. 


CROSS EXAMINATION BY MR, FEIN: 


Q. IT show you Defendant's Exhibit Number 19 for identifica 


| 
| 
| 
E 


tion -- 


(Defendant's Exhibit Number 19 


marked for identification. ) 


BY MR, FEIN: 


Q. And ask you to examine it, please. 
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Yes. 

what is the heading on this? 

This 13 called "The Pome Sinplifled weekly Bookkeeping 
Record", as [ mentloned here carlier. 

Is this the record that you were talking with Mr. Burns 
about? 

yes, it is. It 13 exactly the one, 

4nd what did you call it? 

"Simplified deekly Bookkeeping Record", 

Okay. Now, what did you, - what was th» procedure that 
you followed in maintaining these reca@r 

Svery month I would pick up the doctor's checkbook that 
had the invoices and bills along with ite I woul? 
record by date, by account or by the type of item the 
check covered, the check number and the actual amount 
of dollars involved. Each transaction was recorded on 
a separate line in this book. 

And then suosequencly what would happen jiater in the 
year? 

Subsequent to the pusting, of all this information from 
the checkbook I broke these entries or transactions 
down into my developed form of accounts, if you will, 
indicating the breakdown, for example, medical supplies, 
repair, maintenance, untforms, laundry services of 


some kind, 
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1 Q@ Did Doctor, - did the doctor ‘ave anything to do with 
- 2 your maintaining this book? 

3] A. This is my own personal development of the book and the | 
_4 system. This is the way I prepared it. The doctor | 
. 5 aid not have anything to do with it. I prepared it | 
6 myself. x | 
712 Weil, isn't it true that everything that was done by 
4 . the doctor was pursuant to what you had asked him to - 
9 4 A. Yes. He gave me everything I asked him for, everything. 


i | 
0 | @ Bverything you asked him for? 


n A. Everything I asked him for I received, no ifs, ands or 


12 buts about it. | 
34 @ Now, muck ado is being made about the office receipts. | 
la What @24 you, - when you understood, - how did this, - 

15 new was this initiated, this office receipts, the : 
6 termivology? Did you originally say office receipts, 

17 @14 you say office calls, d4d you say cash and office 

18 calis, what did you say? 


Mr. Fein, can't you make a simple 
question? 
I am sorry. 
There are about four questions 


24 f there. State it simply, please. 
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bo you recall the, - what you said to him and what he 
Said to you when you first initiated this program? 
Yes. I called it, "I would like to have from you, 
doctor, a number indicating the cash office calls and 
visits you have actually received during, the*course of 
the year by month, I need this breakdown by month 


because it «ill serve me as a direct comparison ieré 


to know what kind of activities you are having as offica 


calls and visits." 

You asked him for the cash office calls”? 

This is what he gave me. He gave me everything 
asked for, 

rid he ever fall to give you anything that you asi ed 
for? 

No, never, 

Okay. Now, with reference tu Government's, - have thes 


been adinitted into evidence’ 


MR, BURNS: 

BY MR, FEIN: 

Q. Government's Exhibit Number 4 acmitted into evidence 
vshich Ia the total of cash of Slee enlis, la that? 


"he breakdown by month, January, February, et cuteris, 
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and the total -- 
Is one thousand two ninety-two. 
Now, is there a line for that? 
Check this pee, sir, if you will. Yes, it 13, one 
thousand two ninety-two. Here it is. 
is now reflected in -- 
In Exhibit 437 
Right, Exhibit ‘3. 
Okay. Now, what is the first item on Exhibit 
Social Services, 
And what is that amount? 
$32, 324.35. e 
Do you recall how you got that information? 
This came from a 1099. 
Well, will this help refresh ovr memory? 
I woulda have to say 1099. I see here, all right. I 
beg your pardon. I just kept tninking 1099 at the time. 
What is this? 


This is a statement -- 


May I, your Honor, take a sticker 
so I get it - 
THE COURT: Just mark it in pencil for the 


present, Mc. Fein. 
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PEIN: 


2 } This would te ». This is Covernment Khibit .'O, - 
3 Defendant's gitvuit PO for identifteation, and i ask you 
af tv vaamine Liat and then please read It to the ladles 
5 nd yentlemen of this jury. 
b [ A. It is 12 statement made out by a Mrs. Alice May Mallaber, 
7 accounting, supervisor for the Niagara County Department 
t 
a of Social Services, It 1s addressed to Dr. Booth and 
9 | it is dated March (, 1YOH, It. says, “Dear Dr. HKooth, 

aig 

q 10 The amount paid to you by the Social Services Department 
| for /967 was $32, 324.35." and tnat is my checkmark. 


"hat is your checkmark” 


Yes. 


14 =) And then what did you a anspose -- 


Transferred this. 


Transferred tnis to -- 


17 A. To the backup “ect, Line 1, 


19 | [I show you the stipulation entered into between the 


19 | Covernment and Dr. Booth with reference to a stipulation 


involvity: the Niasara County Derartment of Soctal 


‘ervices and [ refer you to the aecomi pa pe, - aell, I 


rpuess maybe you ill have to read this stipulation and 


23 ! then Just pick the "67 “lyure out, if you will. , 


sir, Twill. “Tt is hereby stipulated and 


All rifght, 


by and between the iiInited States of Amertea and 


agreed 
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the defendant Clayburn C. Booth that if Mary Alice 
Mallaber, Accounting Supervisor, Niagara County 
Department of Social Services, 100 Davison Road, 
Lockport, New York 14094 were to testify in the case 


United States v. Clayburn C. Booth -- . 


Excuse me. wWe have already had 
that. . 
May I just refe> to the amount 
then, your Honor? 

Yeo. 

Just the amount, sir. All right, 


sir. I am sorry. On Page 2 the amount 


1967 reads “$32,324.35". 


BY MR. PEIN: 
Q. Ana is that the same amount you listed as business 
income, is that right? 


Right. exactly the same. 


tion and refer to the last item on that sheet, ask you 


i show you Defendant's Exhibit 21 marked for > 


to read it to the jury, please. 
Mis is an information return for calendar year 1967 
made out to C. C. Booth, M.L., 532? Memorial Parkway, 
Niagara Palls, New york and it says, "Patronage divide 
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and certain other distributions by cooperatives $1,833.08 
from Plue Shield of Western Ne ork", 

And Medicare, is that what tk it “2sents? 

Right. Blue Shield dash Me:..are, $1,333. 

There is a difference of eight cents? 

Eight cents, right. A difference of eight-cents, 
exactly right. 

The third one? 

The third one I have listed on here -- 

I show you Exhibit 21 again. 

Exhibit 21, this is an information return for 19467 

made out to the doctor from the City of Niagara Falls, 
Niagara Falls, New York in the anount of $109.25 listed | 
as compensation, 

Again is that on your schecwle? 


City of Niagara Falls -- 


MR, BURNS: Your Honor, I am going to object 
simply because the exhibits are apparently 


misnumbered, at least according to our 


| 

| 

records. We have two exhibits 21. | 
“| 

| 


MR. FEIN: No, this -- 
THE COURT: Just a minute, Mr. Burns. Let us 
get it straightened out. Whatever you 


Say there is on the record. Step tack 
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there and work it out. 


BY MR. FEIN: 


Q. 


tion and ask you what is, - are there more than one 
photostat of a 1099 on that sheet, and if so, will you 
just read the name of the payer for each one of the 
three? 


yes. There are three of them on this sheet of paper, 


I will go back to Defendant's Exhibit 21 for sae 
| 
| 


The first one is from the State Insurance Fund in New 
York, New York, to the amount of $948.35. 

You don't have to read. I would just like you to read 
the names. ° 

All right. ‘The first ove is State Insurance Prd. The 
second one is City of Niagara Falls, Niagara Falis, New 
York, and Blue Shield of western New York, Buffalo, New 
York. | 


And this is, - and Defendant's Exhibit 22 for identifica 


| 
[ 
tion, and will you make reference to what is on that 
sheet, please? 

Blue Shield of western Wew York. Buffalc, New York.. 
There is a photostat copy of a 109., is that right? 
Right, just the one. 

All right, and Defendant's Fxhibit 23, please? 


| 
There are three on this sheet of paper, John Hancock | 
' 
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Mutual P1% Insurance, Marine Midland Trust of Western 
New York and Falls Rudgret Corroratton, 

And Defendant's Fxhibit 4, please? 

There are three Also on this sheet of' paper. The first 
one is Nuclear Materials and Equipment. Corporation at 
lewiston, New York. The next one is the Bank of New 
Yerk Dividend Disbursing Agent in New York and the Bank 
of New York again, disbursing apent in New York City. 
Now, the first one 1s not. a 1U9y, the 

A Wee. 

That is a W-2, is that right? 

Exactly right. 

Okay. Now, referring back again to Exhibit 21, you 
read to the Court the first item which represented 
eighteen thirty-three O eight. 

yes. 

And then one O nine twenty-tve‘ 

Right. 

Now, the third item is what? 

The State Insurance Fund, amount of fees paid $943.35, 
And again is that shown on your sheet? 

Yes, it is. 

That is on Line 4? 

Tine 4, State LInsi we Pund, £9044. 45. 


Now, veferring, to Defendant's Kxhtibit -o for identifica- 
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tion, will you read what that one is? 
2} A. $21,583.58. This is Blue Shield of Western New York. 
3 Q. And «gain is that on your shect? 

a A. Yes, Line 5, twenty-one thousand five hundred eighty- | 
5 three fifty-eight. | 
61 @ And did you make a subtotal of those? j 
7 A. Yes, I did, subgross total. 

a’ s| 2 And what was that subgross? ioe 
9 | A. $56,798.53. | 
“ Q. And then to which you added -- | 
7 A. Plus the office income of one thousand two hundred 


and ninety-two, making a gross total of $58,090.53. 


That "office" is the cash? ‘ 
Office income is the cash office calls and visits. 


is | & Now, all of those items are reflected in Government's | 


16 Exhibit 43, is that right? 

17 § A. Yes. | 

ia | Q All right. I show you Government's Exhibit 2 which will 

19 be admitted in evidence which is identified for the | 

20 time Leing and referring to Schedule C. Will you tell | 

21 the ladies and gentlemen of the jury what Schedule C 
22 is? | 

23 A. Schedule © is the profit or lons from business or | 

24 profession schedule and the very first line, or Line | 

25 Number 1 says "Gross Receipte or Gross sales". The | 
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Irure there tin bs 90.3%, 

ihich tn the ama, that you l ' yom your worke 
sheet, is that risht? 

Exactly, $55,090.53. 

Ckay. Now, referrins; to Defendant's “xhibit 23 for 
identitication, would you read from the top down and 
then after you have done that, will you refer to your 
schedule, please 

Yes, { wtll.,. On this sheet. of paper the very first one 
ts from John Hancock Mutual 14? Insuranee to the tune 
of $10.10, Marine Midland 1s Number ? to the tune of 
$456.88, Number 3 1s +alls Budget Corporation to the 
tune of $230, These all represent interest income and 
they are cn information returns, 


Are they on your sheet? 


Falls Budget Corporation, $200; Marine Midland, $456.86; 


John Hancock ‘utval Insurance Company, $10.10, for a 
total of $740.96, 

And 13 that what is reflected on this tax return as an 
interest income item? 

Interest income on the return shows $7/i0.98. 

L refer to Government's, - to vlefendart's Exhibit 24 
for identification and isk you to read from the top 
down agai:. and refer to your worksheet, please. 


Yes, sir. 
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To Exhibit 43, 

The first one is a W-2 Form from Nuclear Materials and 
EqQuip.ent Corporatior located at Tewiston, New York, 
and that shows the amount of $2,205.05 pald as wares 
to De. Booth and in this sneet, Exhibit 43, there is 

a line that shows wages, $2,205.98. Item Number 2, 
the Bank of New York, dividend disbursing agent shows 

a dividend and other distritutions, total $44.94, 

broken down as follows, $9.25 as qualifying di- idends; 
$33.34 as capital gains and $2.35 as nontaxable dividends. 
On my sheet. of: paper here -- 


Exhibit 43, Government's Ex>thit 43. 


Exhibit 43 I have here 44 viderds $44.94, total, and 


$1.96 is from, - well. I should have read Item Number 3, 


Item Number 3 on Exhibit 24 is also a dividend return | 
figure of $1.96, all of which is rendered nontaxable, 

sO in Exhibit 43 now I show dividends total of $44.94 
plus $1.96, for a total of $46.90, and we have exotuses| 
from that $33.34 which is capital gains, $4.31 which 

is nontaxable and $200 which at the time was a dividend! 
exclusion, so if the su>traction 1s $237.65 subt acted 
from $46.96, there is no dividend remain$.:¢. 

And you showed it that way in Government's Exhibit 2, 


is that true? 


Let me look at that, please, if you will. Yes, this 
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return s*ows the same numbers as I read them, namely 


$46.90 less the $200 exclusion, less the capital gain 


$34.34, less nontaxable distribution of $4.31, which | 


shows a remaining balance of zero or a negative figure. 
Now, every 1099 that was received, - that you know of 
that was received by the doctor has been refiected in 
these accounts and subsequently reported in the sakes 
income tax return, - 
In the 1040, yes, in the proper schedules. 

And isn't that what you asked him to do specifically? 
Yes, it is. 

To report to you the items of income that he received 
on his 1C 3's? 

And W-2's. 

And his W-2's. 


Yes, exactly the same. 


i 


MR, FEIN: Your Honor, may I suggest that we | 


call a halt now and I will combine these 
| 


instead of putting them ali in separately. 

They are the 1099's. | 
Mr. Fein, here there aren't many 

secrets. I had put the burden on the 


Government to mark all the exhibits 


that they are going to use, Usually i 
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these cases we do not have many exhibits, 
not that you arent! entitled to have 
exhibits, but 1! you are poling to have 
anymore exhibits which have not been 
marked, I would appreciate it very much 
if you would meet with Mr. White and | 


Mr. Knisley and mark them ahead of 


time. 


MR, FEIN: Yes. 
} 
THE COURT: Because Ure procedure of marking. 


| 
them plecemeal is most. confusinm:. There 
| 


is no reason why these materiais, and 
if there is any reason why you do not 
want to show them to the Government 

ahead of time you do not have to, but 


for the sake of orderly procedure, any 


\: 
\ 
i 


additional exhibits that you are going 


to mark, mark them noe, If you do not 


——S— 


have them, then bring, them tomorrow 
morning, or at the noon break and mark 
them then. Meet with Mr. white and 
Mr. Knisley. I would like to continue 
further but you say that you have a 
number of things to mark there. 


I will continue on for a while, 
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THE COURT: You have the book there? 


MR. PEIN: Another book, 


THE COURT: Is that marked, Mr. Fein? 


MR, FEIN: No. I will mark it with the next 


BY MR 


. 


number, your Honor. 


PEIN: 

I refer you to Defendant's Exhibit 25, - 25 marked for 
identification, and ask you to examine this, please. 
I recognize this as the Dor» publication Simplif‘ed 
Weekly Bookkeeping Record for the year 1968 for Dr. 
Clayburn C. Booth which I maintained, and 7 made the 
entries from his checkbook and invoices and bills. 
Again you followed the same procedure in 'ut; you 
went to Doctor's office, took his check 3tubs and then 
made the entries, is that right? 
yes, it is. 

I refer you to Government's Exhibit 45 in evidence 
which is, - is this called income for '68? 


It is a listing of the sources of income for 1968. 


I will mark this Defendant's Exhibit 26 for identifica-'§ 


tion, and ask you to examine it and will you without 


| 
j- 


reading each individual slip at this time, will you just 


teli the ladies aad venilemen of the jury what this, - 


what these are? 
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The first om is a We? Form from Nuclear Matertalo and 

Equipment Corporation, Lewiston, New York. 

Por 1968? F 

Por 1968, made out to Dr. Clayburn C. Booth and the 

amount $2, 399.30. 

Don't read the amounts. 

I am sorry. Next one is a Form 1099 as compensation 

from City of Niagara Falls, New York. The next one is 

n Porm 1099 for the year 1968 from WW ~ Shield of | 

Western New York, two of them, and then there is aati 
| 


one now, & 1099 from Marine Midland Trust of Western 


New York. There is another one from Marine Midland 


Hancock Mutual Life Insurance, There is a dividend 


distribution 1099 fom IPC Plan, National Investors 


' 
| 
| 
| 

Trust of Western New York, It is a 1099 from John 
| 
i 


Corperation, Bank of New York. Here is another one, 
information return for 1968 from Merrill lynch, Pierce, 
Penner & Smith, and here is another one from the Bank | 
of New York, another 1099 from the Bank of New York, 
Okay. Now, the first item on this Government's Exhibit 
45 -- 

yes. 

Is an item called, - weit, you have three different 


columns for this, - on this sheet, is that right? 


yes. 


H. T. Neel A FE. F. huisley 
OFF CIAL BATPORTERS it & Omsveau rc tw, 


WESTERN OSTRiCT NT w To Re 


. L. Leonardo, for Government, Cross. 


258 


One, the first column, the one closest to the jury is | 
called “wages”. 

"Wages". 

The other is called "Other"? 

"Other". 

And the other, the third? 

"Business". 


Okay. The first item is -- ° 


Wages, Nuclear Materials is listed on Emibit 45 and 


the W-2 for Nuclear Materials Corpaation to the tune 
of two thousand three hundred ninety-nine eighty, and 
that is exactly the game figure that is on the Exhibit 
45. Blue Shield of western New York, 1099, $19,087.25, 
Item 2 on Exhibit 45, $19,087.25. 

Ang that is carried out into the business -- 

Right, business column. This is from City of Niagara 
Palls, 1099, compensation for $48 listed under business 
column. 

And is on your list? 


Yes, listed on here, $48. Here it is. 


All right. Let us do this, mr. 
Fein. At this time we will be in 
recess until 7:00 ofclock. Please go 


to the jury room a few minutes before 
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2:00 and we will continue the testimony 
in this case. You may go oui with the 


marshal, please, and return at 7:00, 


(Defendant's Exhibits Nu ibered 20, 


ei, 225 235 2 y 26 marked for 


identification, ) 


We will be in recess, 


(Recess taken at 12:45 
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February 3, 1976, 2:00 p.m. 


As before noted. 
(Defendant present.) 


(Jury present.) 


Is the witness here, Mr. Lonardo? 


DOMINICK L. LONARDO, a witness called by and 
in be? f the Government, having been pr« asly duly 
sworn, resumed the witness stand and testified further as 


follews: 


CROSS EXAMINATION BY MR. FEIN (Resumed) : 
MR. PEIN: I am just looking for some forms 
that I had, your Honor. 
I wonder, could Mr. Burns help. 
Would Mr. Burns have them? 

BY MR. FEIN: 

Q I have them. Mr. Lonardo, I think before we broke for 
lunch you were looking at Government Exhibit 45 which 
is your sheet showing the income for the calendar year 
"68 for the doctor and we were reviewing the 1099's and 
the W2's which had been received by the doctor and 
which you had recorded on this sheet, is that right? 


That's correct, yes, sir. 
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Okay. My recollection is that the last 1099 that I had) 
called to your attention and asked you to compa-e was 
this one dealing with the City of Niagara Falls for 
$48. 

$48 entry is correct, sir. 

Thank you, and that is in the - - 

Business. 

Column called “business”, right? 

Right. 

Ni Bob, could you give this a number, 


please. 


(Defendant's Exhibit Number 27 


marked for identification.) 


PEIN: 

Thank you. I show you Defendant's Exhibit 27 for 
identification and ask you to examine it and will you 
please tell the jury what is containe: therein and 
exactly what is on that letter? 

This is a letter addressed to tne Department of 
Welfare and written by Dix. Bcoth, Exhibit 27. 

What is the date? 

March 13, 1969, aud it reads, “Dear Sirs: Would you 


please send us a statment of services paid to me in 
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| a period of 196° for our Seneeia: tui purposes. ‘Thank 
2 you for your consideration in this matter. Yours pared 
Clayburn C. Booth, M.D.” ; | 
And is this the original letter that was mailed to the 


Social Services? 


This is the original letter. 


74 Q And what is noted on the bottom of that letter? 
8A The bottom of this letter is noted the figure 1968 
9 and ther $41,750.60. 


And that amount is handwritten? 


oa Ww > 
CS Se Sm 
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That amount is handwritten. 
And is there a check alongsice of that? 
Yes, sir, that is my check mark, sir. a 


What is that check mark? 


That is to denote that I have picked up that amount, 
recorded it on this work sheet and made sure it 
agrees witn the amount I have on the 1040. , 
Well, if there were no 1099 which appsrently there is 
in this instance, that would still be the source? 
Of information I had used to put on my work sheets, 
tha supporti.e work sheets for my 1040 entry. 
Is that. fort.-one seven fifty sixty listed on your 


sheet? 


Yes, sir. It is under the line, or rather it is in 


line with the title "Niagara County Social Services” 
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business column, $41,750.60 and it agrees with the 
figure that is on this letter dated March 13, 1969. 


Apparently, I can't locate a 1099, but is there any 


additional items listed in your column for so-called, - 


for business expense? 
Yes, business * come. 
Business incc...? 
Yes, sir, under the column “Business Income", there 
is an entry of $446 which is in line with the entry 
"New York State Insurance Fund", $446, sir. 
All right, and is there an additional item? 
Yes. Under the, - in the business column, there is 
an additional entry for the office monies, $1,362. 
And is that the total that is marked in Government 
Exhibit 46 in evidence? 
Just a moment, sir. Exhibit 46 carries a figure 
one thousand three hundred and sixty-two and it 
agrees.with the entry that is in the business column 
on this sheet, $1,362. 
I ask you to look at this sheet which is unidentified 
at the moment and would you compare that with 
Government Exhibit 46, please? 

MR. BURNS: Would you describe the document 


you have handed to him? 


H. T. Neel A EF. Knisley 


OFT \CiAL PEPORTERS t S DISGTRIK YT Croom 


WESTERN DISTRICT Of Met Ww YF me 


D>. L. Lonardo, for Government, Cross. 


| BY MR. FEIN: 


Q 


It is a white sheet with lines and it appears to be 

an original, the original of Government Exhibit 46. 
Can I have the sheet of paper, sir? Yes, in checking 
it, Mr. Fein, I see the exact same information from 
the original ccpied ontr the duplicate, namely, the 
office monies for the year 1968 for Cr. Clayburn C. 
Booth and the notation on the bottom has a reference 


to the 1967 note. Yes, exactly the same. 


And again, I show you a sheet which is headed “comparison. 


of income” and ask you to compare that with the photo- 

stat which is the Government - - 

45. i 

No, it is mot 45. Here it is, 47. 

47. The figures on each of these sheets are exactly 

alike. One is apparently the original and this is a 

duplicate copy. 

It is a photostat. 

Yes, a photostat. 

Okay. I point, - I ask you to examine Government Exhibit 

45 again which is the income for '68. In the next line 

that is on your sheet is identified - - 

Marine Midland Trust under the “othe?” column. 

And I hand you form, - this, will you please - - 

It is a form 1099 from the Marine Midland Trust Company 
H. T. Noel A FL F. Knisley 
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of Western New York for the year 1968 under the title 
of “Interest Income” to the tune of $797.93, which 
agrees with the entry in the "sther" quote column in 
this sheet. 

And the next item? 

This is also a 1099 for the year 1968 for Dr. Clayburn 
C. Sooth in the “Interest” cclumn to the tune of 
$13.10 which agrees with the John Hancock Insurance being 
on this sheet. 

And the next item? 

Again, here a 1968 Form 1099 from Marine Midland Trust 
to the tune of $280 1: the “Interest” definition of 
the income and this is also in the “other” business 
income. 

I hand you the three forms 1099 and ask you to ade 
them. I think you may have combined them in the one 
item. 

All right. These are three statements from the Bank 
of New York spelling out the amount of dividends that 
were applicable to the year 1968. One was for $31.55. 
The other was, it looks like $9. There is only one 
number there, $9, and the other is $14.61. I think 
the three together, dividends, $55.16; thirty-one 
fifty-five and nine is forty fifty-five and fourteen 


sixty-one is fifty-five sixteen and that is - - 


H.T. Vorl A OFF. hnistes 


* . @fPowTre 


Wh ATE mM OO TAF “_ 


D. L. Lonardo, for Government, Cross. | 


That is again on your sheet. 

Exhibit 45, yes, sir. 

May I have Government Exhibit Number 2? No, no, 3. 
I show you Government Exhibit Number 3 which is in 
evidence and ask you to examine the totals that are 
on that sheet which is your work sheet and will you 
tell the Court where and if they appear on Government 
Exhibit 3 which is the income tax return for the 
Dr. and Mrs. Booth for the calendar year 1968? 

In this Exhibit 45, we have totals under each of the 
columns named “Wages, Other, Business" reading 
$2,399.80 in wages; $1,118 in “other” income and 


$62,693.85 is business income. We go to the 1040 for 


A 


1968, individual income tax return for the Dr. and his 
wife and in the schedule C or the profit or loss from 
business or profession we have the total income of 
$62,693.85, which is in full agreement with the total 
under the so-called business column as I have labeled 
it. In the other income areas, we hawe a $55.16 figure 
for the dividends which is agreeable wi**. what is on 
this paz,e. The, - we have figu.e that is on here, 
total interest income on this 1040 is ten ninety-two 

o six which agrees with this Exhibit 45 and I read to 
you the total in the “other” column was $1,118., but the 


total interest is still ten ninety-two o six and that 


é 
. 
5 
| 
: 
‘ 
4 
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other “other” column there was also an income figure 
of $12.79 that was the net result of the three informa- 
tion returns I read to you covering the dividends. I 
gave you the gross dividends figure and I overlooked 


giving to you the amount that was non-taxable, the 


amount that was excludable as a capital gain and the 


amount that should be reported as an income figure 

which is $12.79. 

And lastly - - 

And lastly, the income has a wW2, wages figure on the 1040 
appears as $2,399.80 which is in full agreement with 

the figure that is on Exhibit 45 in the column 

labeled “wages". . 

I show you Government, - Court Exhibit 22 for identifica- 
tion which contains a series of work sheets and in the 
right-hand corner, they are marked for the calendar 

year 1967 and will you please examine these and tell 

the Court what they represent. 

Yes, sir. These are my back-up or supporting sheets 
which, if you will recall, I made mention that we broke 
down the entries in the disbursements journal into 
accounts. These work sheets show the various accounts 
with each entry in these accounts accounting for the 
date, the check number and the amount of the disbursement 


entered in such columns as was determined in the disburs<«- 
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ments journal. They in turn ware tetaled and these 
totals represent the total expenditure for the particu- 
lar account and made up the figures for the return. 
The amounts that are listed in the individual expense: 
accounts contained in Exhibit C22? 

Yes. 

_ere they the amounts that were posted from Defendant's 
Exhibit Number 19? Would you examine that, please? 
Yes. 19 is the disbursement journal for the year 
1967. These figures and these work sheets, the ones 
you justgve me as a part of Exhibit C22 were taken 
from the disbursezents journal and broken down into 
accounts. 

Those individual items case from this book, is that 
right? 

Yes, sir. 

And this book in turm came from the doctor's check 
stubs, originally? 

Yes, sir. 


- Not from the checks, but the chack stubs? 


Check stubs. This io from the check book and the check | 


subs, exactly right. 
Did you ever see the doctor's bank statements? 
No, I did not. 


Did you ever ask for them? 
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No, I did not. 

I show you Government's Exhibit C23 for identification 
which bears thename Clayburn C. Booth, the year 1968, 
and ask you if you will examine that and tell this 

jury what that represents? 

C23 is a set of eight and a half by eleven size sheets 
of paper that represent the work sheets or back-up 
sheets by account of business expenditures for the 

year 1968. The expenditures taken from the disburse- 
ments journal. They should have a disbursements journal 
that will back up these figures. 

The figures that are represented in C23 have been 

posted from Defendant's Exhibit 25. 

Let me check 25, sir. 25 is the year 1968 disbursements 
journal, that is correct. 

I show you Government's Exhibit 3 for identification, - 
in evidence and refer you to a schedule called 
“Explanation of Business Deductions". Did you prepare 
that? 

I prepared it, yes. 


Would, you look at that, - did the figures on that come 


from _his C23 for identification? 


Yes, 1968. They were made up from, - this sheet is 
marked some a hundred per cent deductible and some 


fifty per cent deductible, as the case may be. 
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Would you take the first sheet and refer the amount 
that is on this sheet to the amount that is on that 
sheet? 

Right. Let's see if they are in here. The first 


item on this sheet is labeled “Auto repair and 


maintenance”, the total on this sheet is listed as 


eight o seven fifty-six. Now, this figure =<: se 

does not appear on this sheet because the way I nave 

it summarized on this explanation of business deductions 
includes auto, gasoline, oil, lubrication, washing and 
repairs. Now, we have here eight o seven fifty-six. 
Here is the total, five thirty-five sixty-nine. There 
is two sheets for auto R&M. One figure is eight o 
seven fifty-six. The other figure is five thirty-five 
sixty-nine. Wow, five thirty-five sixty nine plus 
eight o seven fifty-six is thirteen forty-three twenty- 
five, and let's see what I have in here, thirtees 
forty-three twenty-five. 

In other words, you combined, - in this instance, you 
combined two columns, is that right? 

Right. That same heading was on two separate sheets 

of paper so I took the total of the one account, 

“Auto repair and maintenance", for example, eight o 
seven fifty-six was on sheet 1. Five thirty-five 


sixty-nine was on sheet 2. The sum total of these 
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two sheets is represented in the figure thirteen forty- 
three twenty-five on this explanation of business 
deductions sheet. Answering service is listed in here 
as $541., and answering service, Item 1, 2, 3, 4, 5, 
$541. 

If I were to go through all of these, would you, to 
the best of your recollection, would have posted these 
items to that sheet? ° 

I would have to say yes to that, Mr. Fein, because 

you will note that I have each column checked. This 
was my way of determining that I had picked up the 
entries on this sheet of paper with the entries on this 
paper that was submitted on the return. 

And if I were to ask you in connection with Court 
Exhibit C22 for identification, which are the expenses 
for '67, - may I have that, please, - will you pick 
out a sample item? 

Sure. 

And refer them back to this, please? 

Sure. Here is a figure for drugs, $3,598.67 is listed 


on this sheet which is part of Exhibit C22, and we 


look at this sheet, cost of drugs $3,598.67. All right 


Now we have here medical supplies, $536.03; cost of 
medical supplies, $536.03. 


If I were to ask you to check each separate item to the 
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best of your recollection, is that where these deductions 
that are listed in the tax return came from? 

Yes. These are the supporting or back-up work papers 
for what is in those sheets. 

Okay. Now, I refer you to Government Exhibit 47 in 
evidence which is termed “Comparison of income” and 
ask you to read across ',ine 2 which is identified as 
Medicare Part B for ‘66, ‘67 and ‘68. ‘ 
Medicare Part B, 1966, the amount shown on these, - 

on this sheet was $713.80. In 1967 for that same 
particular item the amount read $1,833. In 1968, the 
word “unavailable” is written in this column. 

What does that mean? 

Mr. Pein, in 1968 we did not receive, and when I say 
"we", I am imp :ing both the doctor and I, we had not 
received an information return from the Blue Shield 
Corporation Section Medicare Part B. I most vividly 
recall this particular item because I had to call the 
Blue Shield office at least twice, maybe a third time, 
but at least twice for sure and the reason I remember 
it is because I had to speak to a gentleman who, by 
coincidence, happened to be named Mr. Shields and it 
was Blue Shield that I was calling. The first reason 
he gave for our not having a 1099 was that they were 


having some trouble with their “computerized program" 
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unquote and they felt th. they didn't know when they 
would be able to get the information available to us 

so we left it this way, we had a gentlemen's agreement 
that either of us would call the other in time hopefully 
so that we would have the 1968 income tax return 

timely prepared. As it happened, it came around about 
the week before the due date of the return in 1969, 

April of 1969, I had not heard from Blue Shield eo I 
called again and the answer at that time was that they 
didn't have it and then they didn't know when they would’ 
have it and I said, “well, look, I will have to make | 


some accounting for this. Mr. Shields, you appreci te 


I have to have it. If I don't have it, I-will have to | 
| 


put some note in our records to show it is nnavailable’, | 


and this was the way it was left and it never did come | 


in. Now, I had left word with Dr. Booth that should 

he receive any kind of a letter or a 1099 or any kind 
of correspondence from Blue Shield indicating what this 
figure may have been, what it was supposed to be or 
what they intended to do about it, we were supposed t» 
be made aware of it and take care of it as quickly as 
possible. By saying that I intended to take care of 
it, I mean to imply directly that upon receipt of this 
information, if there were any such information, this 
amount of money, dollars, whatever they were, were to 
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have been incorporat’ 1 in an amended return for 1968 
and I don't care what month it would have fallen in. 
I don't care if it was October or December of ‘69 
when I would have got it I would have made an amended 
return but related to the 1968 base of income so we 
would have the proper reflection of taxable balance 
to be charged by the rate that was applicable for the 
taxable amount of money at that time. : 
Did Dr. Booth ever know the fact that you hadn't re- 


ceived the “Medicare Part 8, a 1099 for that? 


He knew it I was calling for it, yes. 


MR. BURNS: Please, 1 object to the question 


did Dr. Booth know. I don't have any 
problem with Mr. Lonardo testifying to 
his conversation with Dr. Booth, but as 


far as what was in his mind - - 


THE COURT: As far as what was in his mind, 


we will have to go on what he did and 


what he said. 


BY MR. PEIN: 


a 


Did you ever tell Dr. Booth that you had not gotten 

the 1099? 

Yes. I told him I had not gotten it and I asked him 

if he ever would get it in the mail, please let me know 
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immediately so we could take steps to file the ame * 


return ar quickly as humanly possible. 


Te ee > ee ee 


As far as you are aware of, he never got that 109.? 
To the best of my knowledge, it was never received. 
Did you ever try to get this information any other 
That is, to determ.ae what this income was? 


No, I didn't becar I really wouldn't know where 


——— A amen 


look for it, to tell you the trut». I mean, it 
come from the person or the payer and | did not 
of looking anywhere. 


Did you ever entertain the notion of checking doctor's 


wee ee eee 


deposits _. anything of that nature? 

Well, no, not necessarily, sir. I will tell you why. 
I was using the guideline or the set of crite: 

the 1099 were the sources or the information returns 
were the sources of income and if I were to consider 
going to some other source of income to determine what 
this figure may have been, it is quite possible in my 
own mind that I could have distorted some figures 

or some income represented on the 1040. I used the 
same set of criteria for all three years and I saw 

no reason to deviate from that. 

These are the series of checks which have been introduced 
into evidence that are marked 16-1 through 16-63, to 


which a previous witness has testified to the effect 
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that they had not issued a 1099 for these checks and 


I believe the total that is represented in these 
checks came to $4,862. Would your, - the return 
filed by you for 1968, in effect, be understated by 
that amount? 

It could have been, yes. 

Wouldn't it have been? 

Yes, in actual fact, if you are telling me this, yes. 
Assuming that was true? 

Yes, it would be understated by that. 

It had to be understated? 

Yes, that's right. 

Because you had intended to amend that return if it 
did come in? 

I had intended to include in this total '68 balance 
that I have here to the tune of the indicated amount 
that was covered by Medicaid Part B in the amended 
return. - I would have to include it. 

Now, the gross income of '66, '67 and '68 which is shown 
in Government Exhibit 47 - - 

Yes. 

Were transferred to the respective income tax returns 
which are evidenced by Government Exhibit 1, 2, and 3? 
Absolutely correct. Let me check this out. 


All right. Now, you started keeping the books for the 
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doctor when he first started practice? 


That's right. 


You had met him prior to his buying his home which was 


a combination home and office located at 532 Memorial 
Parkway, is that correct? 

That is correct. 

Do you know what that residence cost him? 

I have to refer to a, - I could tell you yuickly by” 
seeing a depreciation schedule, for example, for that 
initial year. Business cost of office was listed as 
of June '64 when he began his practice as $5,250, 
being represented fifty per cent of the business, so 
two times fifty-two fifty would come to $10,500 as 
his cost of that particular building. Now, the home 
cost him ten thousand five. 

The home and office? 

Home and office, that's right. 

And you-know that he had a mortgage on that home? 

Oh, yes. If my memory serves me right, it was 

in the neighborhood of eight or nine thousand dollars. 
He had a very small down payment, I remember that. 
And he was making monthly payments? 

Yes. 

Of how much? 


I don't recall the figures, sir, but I know he was 
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making monthly payments. This I know. 
You don't recall? 
The amount per month, no. I think it is in our work 
sheets, though, or interest on the mortgage. 
I show you a sheet headed “Annual mortgage statement”. 
Now, this is just to refresh your memory. ‘ 
Yes, sir. 
Would ycu examine that and see i* that would help you 
recall what the monthly payments were? 
This was my own handwriting indicating home and office 
and the payment wo. .’ have to be fifty-two fifty-seven 
plus forty-five forty-three, or $88 right on the button. 
Now, does that refresh your memory? 
Yes, it does. I knew it was under a hundred dollars, 
but I couldn't remember the exact amount. I couldn't 
remember . 
Now, wili you tell this Court what kind of a neighborhood 
this was? 
It could have been classified, - it was classified at 
that time in '64 less than desirable, a mixed neighbor- 
hood and let's see, it wasn't a choice neighborhood, 
let's put it that way. 
Well, would you describe it any other way? 

E COURT: Was it mostly low income families 


moving there? 
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THE WITNESS: Low income families and - - 

THE COURT: Is this description going to be 
any different from the description 
given by the prior witness? 

MR. FEIN: No, your Honor. 


THE COURT: Why not go on then tosomething else. 


BY MR. FEIN: 
Q All right, your Honor. Do you know of any attempts 
of mugging of the doctor? 
K Yes, I do, specifically one evening while he was - - 
MR. BURNS: Your Honor, I object only because 
it seems to extraneous to this case. 
THE COURT: I sustain the objection. It 


certainly has nothing to do, - not to 


say that it should not happen or it was | 


not a bad event, but it would certainly | 
have nothing to do with this tax case 


as far as I can see. 


BY MR. FEIN: 

Q All right. Do you know of any charitable activities 
that the doctor engaged in? 
Yes. He was designated as chairman of the United Givers 
Fund one year, the Professional Division. He did such 
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an outstanding job in that particular capacity and - - 
MR. BURNS: I object, your !lonor, to these 
characterizations. Let's stick to the 
facts. 


THE COURT: I will sustain the objection. 


BY MR. FEIN: 

Q Did he win any award because of that service? 

THE COURT: Mr. Fein, you know the rules and 
if you want to have a witness testify 
about his reputation in the community, 
you can do that, but as to outside 
activities, they may be commendable, 
but they are not relevant as far as 
a tax case is concerned. I will sustain 


the objection. 


BY MR. FEIN: 


Q Are you a patient of the doctor's? 
A 


Yes, I am, sir. 

1 Q What do you think of him professionally? 

THE COURT: There is no objection, but we are 
not here to test doctor's medical 
qualifications. As a matter of fact, 
we already have the opinion of on 


H. T. Neel & EF. haistey 


precran @fPORITTA oOrstaw * 


arr an Tex? /' iw © Re 


PD. tL. Leonardo, for Goverament. Cross. 


witness. The doctor can be the most 


excellent doctor in Western New York, 


q 


but it is absolutely irrelevant as far 


i 


BY MR. FEIN: 
Mr. Lonardo - - 
Yes, sir. 
Do you know whether or not the doctor incurred business 


expenses in continuing his medical education? 
| 
Yes. He incurred busi: s expenses in that he observed | 


going to these educational courses every year faithfully | 


te keep up with the advanced techniques and know-how 


in the medical profession I know this to be a fact. 


was a publication in our paper indicating his fellowship | 


| 


: He has gone every year. In fact, at one time there 
or membership into a medical societr. 


| MR. BURNS: Your Honor, I object again. 


| THE COURT: Mr. Fein, we have gone through this) 
} 


two or three times. 


| 
No, your Honor. 


He may belong to seven or eight 
medical societies. It does not make any | 
difference. Let us get back to the 


facts of the tax trial, please. 
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BY “R. FEIN: 

Q Do you know of the hours that the doctor ment in his 
office? Oh, no, excuse me. Strike the question. 
When you went to pick up Doctor's records, at what 
time in the evening or what time wuld you usually 
go there? ; 
Usually, you could say that it was late evening, 
nighttime, anywheres from between 9:00 p.m. until 
1:00 a.m. 

And he was still treating patients at that ti .e? 

He was treating patients, I know, as late as 11:00, 
11:30. 

And what would he do there after, that yoy know of? 
Thereafter, why, he tried to make it a point to get 
back to the hospital to make rounds again before the 
morning rounds setup and make sure his more serious 
or more critical patients were in a more stabilized 
condition or check on their condition, let's put it 
this way. 

Did he ever tell you that, or were you ever present 
when he treated patients and gave them - - 
Medication? 

Medication without charging them for it? 

Oh, this I know he has done that, sir, because many 
patients would come in while I was waiting for him in 
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need of injections, medication, what have you and the 
doctor would offer t his supply of medications, 
pills, give them their injections, if necessary, and 
he did not charge them. 

Mr. Lonardo, were you summoned to appear before th- 
grand jury and give testimony in this case? - 

Yes, I was, in April, I believe, of ‘73. 

And did you give testimony in that case at that time? 
No, I did not. We came here around 9:30 or quarter of 
10:00 that morning and we were advised, I believe it 
was close to 2:00 o'clock in the afternoon that we vere | 
not required to testify. 

MR. PEIN: I have no further gestions at this) 
time. 

Mr. Burns, anything else? 
Well, your Honor, I wonder, are } 
these exhibits being offered in evidence? 

MR. FEIN: Yes, I am sorry. | 

THE WITNESS: There are some here, sir. 

MR. FEIN: No, no. I offer Defendant's 
Exhibit 26. Well, let's see, they start 
here, 19. Well, I think it starts | 
with 19, your Honor. 


Mr. Burns, is it necessary to 


ask Mr. Lonardo any further questions? 


| 
| 
| 
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Yes, your Honor, based on some of 
these exhibits that are being intro- 
duced. 

He is going to offer them, but let 
us go ahead and question. 

All right. I think most of them 
are acceptable, but I object to portions 
of some of these exhibits. : 


All right. You may proceed with 


questions. 


REDIRECT EXAMINATION BY MR. BURNS: 

Q Mr. Lonardo, would you look, please, at Defendant's 
Exhibit 19 which I believe you earlier identified as 
the expense book you kept for Dr. Booth's expenditures 
for the calendar year 1967, is that correct? 

Number 19 is the record of 1967, yes, sir. 

All right. Now, would you describe the book, please? 
The book is made up of individual sheets marked week 
ending dates and it offers a section for, - this is 
other expenditures by check and cash in one section 
and merchandise and materials paid by cash and checks 
in another. 

What is on the other page? 


The other side is a section for a payroll and the 
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expenditures broken down and the total receipts from 
business or profession. 

There is a spot in this book to list total receipts on 
a weekly basis from a business or profession? 

That's right. 

Why have you none listed there? 

I did not make it a point to summarize it on a weekly 
basis. I only summarized it at the end of the year’ 
Mr. Lonardo,where was this book maintained? 

While I was working on them, sir, it was in my home. 
After the end of the year, they were : eturned to the 


doctor. 


And to your knowledge, did the doctor maintain them 


until the present? 

To the best of my knowledge, they were given to hin, 
sir. What he did with them, I really don’t know. 
When was the last time you saw this book prior to 
testifying today? 

I can't recall, but I know that I gave it to him after, 
sometime after the return was prepared, but I don't 
recall when I saw it again. 

Did you see it within the past month? 

No. Oh, yes, I have. Yes, I have. I will take that 
back. This was in Harold's, - Mr. Fein's possession. 


Well, did you retain it or wes it returned to you at 
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some point? 


Oh, no. It was never returned to me, sir, no, sir. 


Now, you testified that you spoke with a Mr. Shields, 
is that correct? 

Yes. 

From Blue Shield of Western New York? 

Yes. 

Do you know what department he works in? 

I called the Blue Shield organization, sir, and I don't 
know. 

Where was that, in Buffalo, New York? 

Yes, Buffalo, and I asked for the gentleman or the 
person or persons, whoever it might have heen, that 
could help me with determining the status of the 
information return pertinent to Dr. Booth's payment. 
Do you know what division that was? 

No, I don’t, sir. From memory, I don't recall. 

Did yvu talk to anyone else at Blue Shield about the 
matter? 

No, just this one man. 

Did you write any letters to Blue Shield? 

No, I did not. 

Do you know Mr. Shields‘ first name? 

No, I don't. 

Did you provide Dr. Booth with Mr. Shields’ name at 
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some point? 


I can't recall that I did. I did tell him I called 


the organization, but I don't know whether I gave him 


Mr. Shields’ name as such. I don't recall. 

‘pid you give Mr. Fein Mr. Shields' name at some point? 
At some point, yes. 

And when was that? 

Not too distant past. I can't pinpoint the time. 
Within the last, - gee, I don't know, year or so. I 
don't recall vividly, sir. 

Do you recall giving that name of Mr. Shields to any- 
body within a short period of time after you called 
Mr. Shields in 19697 

No, I don't recall giving it to anyone else, nobody. 
Did you give this to, - did you ever give this name 
to any agents of the Internal Revenue Service who may 
have interviewed at any time? 

I don't’ recall that I did because | don't recall that 
anyone asked me, sir. I don't recall that I did. 

Do you recall discussing previously, these tax matters 
with agents of the Internal Revenue Service? 

No. The time that I was called here for an interview 
it didn't refer to any Blue Cross, Blue Shield iten, 
as such. 

Do you know if you gave Mr. Shields* name to anyone 


H. T. Neel A FE. F. Knistey 


FICIAL REPORTERS U S&S OSTRICT 


WESTERN OST@ICT OF NEw 


D. i. tonarde. for Government, Re-direct. 


else besides Mr. Fein? 

No, no one else. 

You die not give it to Dr. Booth, though? 

I didn't say that I didn't, sir. I don't recall 


that I did. 


Now, Mr. Lonardo, I think you testified that when 


the 1968 return was filed, you realized it was incomplete 
in some respects? . 
Yes. 
And that is in regard to the Medicaid payments of Blue 
Shield? 
The one marked “unavailable”, that's right. 
Do you know how Dr. Booth received payments from Blue 
Shield. 
No. How he received it, no, I don‘t know. 
You didn't know whether it was by check or by cash? 
Well, let's put it this way, I thought you mean how he 
received them by way of the timing aspect. I assumed 
there was checks. I am sure there would have to have 
been checks. Not that there would have had to have been) 
but normally, this is the way it was paid, but I have 
no idea of the timing as such. I thought that was what 
you were leading into. 
You assumed that the manner of payment was by check? 
Yes. 
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And did you discuss with Dr footh whether there was 


ee 


any readily available summary or total of the checks 
that he had received for that yerr? 


No, i did not. 


Did you know what happened to the checks after they 


were received by Dr. Booth? 

No, I did not. 

Did you inquire as to where they went? 
I did not. 


Did you | any,- well, c*n you describe what you told 


ie 


Dr. Booth with respect to the missing 1099 for 1969? 

Por ‘69? 

In 1969 for calendar year 1968. 

Oh, he was aware of the fact, - he was made aware of 

the fact by me that we did not have a 1099 or information 

return or letter of correspondence, nothing, with 

regard to Medicare Part 5 from Blue Shield. 

And whea did you tell him that? 

This was after the calendar year ‘68 when we were 

normally getting our other 1099's in the mail. 

And did you discuss that fact with him when you took 

the 1968 return to him for signature? 

I don't recall I did at that particular point in time. 

I don't recall. 

Did you ever entertain the thought of filing a request 
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iL onardo, 


i for an extension of time to file a return? 


2 _ No. Iwas ied t= believe, or rather, I inferred from 

3 conversat) o: ith Mr. Shields, that he would kee,» in 
4 touch wit’ us, we would keep in touch with him to 

5 determine the availability of this figure so I could 

6 file an amended return as qu’ ckly ars humanly possible 

7 on receipt of such information. 

: 8 Q And now, Mr. Lonardo, you kept very detailed records 
9 of Dr. Booth's expenses, did you not, in Defendant's 
10 Exhibits 19 and 25? 
nN A Yes, sir. 

Every single check was accounted for as far as whether 


it is a business expense or not? 
Yes. 
Can you tell me what affect these business expenses 


Booth's taxable income for the years 


would have on Dr. 
in question? 
I don't follow you. 


What affect would these, - what affect would these 


business expenses have on Dr. Booth's taxable income 
for the years in question? 
They are, - they serve the purpose of being deductible 
expenses against his yross business income. 
All right. 


I don't follow. 


But as taxable income, 
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The point you are trying to if: 
Mr. Burns, is that the more expenses 
aman has, the less tax will be computed? 
BURNS: Yes, that is what I am asking. 
COURT: Is that right, Mr. Lonardo? 
WITNESS: The more tax? 
COURT: No, the higher his expenses are, 
the less his taxes will be. : 
WITNESS: Should be, right, everything else 
being equal. 
BY MR. BURNS: 


These would have the affect of redicing his taxable 


_p 


income, is that correct? 


i 


rod 


Yes. 


» 


And consequently I assume would have the affect of 
reducing the tax owed by him? 
Yes. 
Was that the purpose these records were maintained 
as cara ‘nlly as they were? 
The purpose of the records being maintained " ay 
they were was to serve, primarily, as an information 
source to prepare an income tax return. This was the 
main purpose of the bookkeeping record. 
And were they maintained carefully by you? 
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Yes, sir. I would like to think that they were. 
my opinion, they were. 
All right. I have no further 
questions. Your Honor, I would like to, 
| 


I think we could have some discussion 


about the admissibility of some of these 


exhibits, though. 
MR. FEIN: May I have a couple of questions, 
your Honor. 


All right, ask the witness. 


RECROSS EXAMINATION BY MR. PEIN: 

Q Weren't you as careful about reporting the income for 
the doctor as you were the expenses? 
I would like to think I was, Mr. Fein. I think I have 
to say that I was. 

THE COURT: Mr. Fein, there is no objection 
to this, but I mean it is up to the 
jury to make this determination from 
all of the testimony in this case and 
it does not add anything tu it. I do 
not mean to criticize Mr. Lonardo at 
all, but it does not add anything to 
it for him to say, "Yes, 1 kept the 
returns carefully". It is up to the 
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jury to make that determination from all 
the facts in the case and that is not a 
fact. That is his opinion. It just doeg 
not help. Next question. Do not ask 


anymore questions like that. Next 


question. 


BY MR. FEIN: 

Q All right. You prepared doctor's income tax return 
based on 1099's or W2's is that right? 
That is absolutely right. 
And were those corre t to the best of your ability 
and to your knowledge? 


Yes, they were. 


remarks made in connection with what you did when you 
went to see the doctor when you handed him the return 
for him to file. What did you say to him or what did 
he say to you, if anything? 
A I was lucky to get in to him for just a few minutes - - 
THE COURT: Wait a minute, Mr. Lonardo. Just 
listen to the question and answer the 
question. 
THE WITNESS: Okay. 


THE COURT: When yu gave him the returns, what 


Okay. Now, there has been a lot of talk, several 
4 
: 
y 
! 
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did he say to you and what did you say 
to him? 

THE WITNESS: He didn't say anything to me 
because I told him I wanted to see him 
with regard to the -eturn and the extent 
of our conversatic:: when I gave him the 
return was this: “Doctor, your 1960" 
something "return", whatever it is, 
"1968 shows that you owe 'X' number of 
dollars and now you have to allow for 
meeting your obligation on a quarterly 
basis for the current year on this kind 
of a payment plan, so many dollars every 
quarter on the estimate 1040ES form", 
and that was it. 

MR. FEIN: No further questions. 

MR. BURNS: No questions. 

THE COURT: No questions. Ladies and gentlemen, 
we will take a short break now. The 
lawyers and I have something to talk 
about and we will be back in probably 
ten or fifteen minutes. We will be in 
recess. Mr. Lonardo, you stay here in 
case there is a question about any of 


these papers. 
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